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SUBJECT ; 1 Charpge ia Procurement Policy - Contractsrs’
L ' - Claim for Overhoad Adjustment

§. Over the past two years the Armed Servites Board of Contract
Appeala (ASBCA)Y has readersd a series of decisions in which it bas
dedarmadned that the Guverament was oot Hable for overzuns caunssed by
incrsated overkead rates., Prior io thess dacisione, it bad baen the
standard pmﬁie“ of ozt Gw&m:waé sgzacies to pay these claims.,
The ASBCA dacisions, howevar, cléarly indicate thatice 'v:r:s:tiag
officory ara z’zs:xt contzasteally obliz ::t,a tn pay such clalmg ia tha ab-
sance of praper notlce under the "Limitstion of Cost™ clauso in tha

contract,

2. In ths interest of consorving Ageacy fuads, while at the same
tirns encouraging c-ss*z*mctar» ts examnine their accounting practices ta
dotarming thal they «will ke aware of dypending overruns 44 propey

stificriion can b mads, ém Pirector of Logistiss racenily ronvesad

a g*mm of ponior Agoucy contracting efficers roprossnting oll Direc~

torntes 1o ¢onsidar this natiar 5233 submlt recommmendations for a

uniform Agency positias ¢n zuch cinimas. That group recammendad
that the Agancy follow the several AZBCA decinizasz and deny such
clalms whon the contracior has fziled ta mest his centracinal obligae

tione for proper natification of increased costs, It was grwd.

however, that this now position ehould bo arnsunced in advance to all
Agoncy coateactors. :

3. Lstiers ars now being tranzmitted to Agency cunlrictors ade
vizing tha?, o she future, the contraciing effizer will deny claims,
whether bzesed on facrasasd diract or indlrect costs whzn such claims
cxaeed o conlract funding asd aze mm.rred ia coatravention of

contzact provisiona,
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umeCT. Change in ?rocnmrma.. Pclzcy Coniractors' C!.zlm faa
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4. This now uriform Agoucy procurement policy should caves 4 gancy
€ontractdrs ta 2trangiisn their ovarhsad accovaling procadures; provide
Umely natice to vontracting officors whan dlrect cast or overbsad rate ine
creasea are iiksly 1o require addldonal funding; and thos improve the
effzca:ne 7 of the conlraciing procezs, Timely nstles of additions] costs
ofiers the (gckuiczl ofiicer and the coatracting ofilcer seversl ontisnsg;
patosly, ' ' ‘

B N Pem,ctimx in &w scopa of the contracty |
b. Termination of tha contract; or,
c. Amendment of the contract to provids ad&it&ca&l funds,

5. Siuge ths new policy will etvana exdedn g requirerents r.:f the cone
tract, I believo thet the Aguncy hao B correspondiny oblivation 9 fuad
clnizz prawpily when tn@y azae reasomabie and chr«;ﬁv::m zaaily nzx‘:wvsu
ahla. I would avpraciats i if each Divectarats would disseminate i
wororandum to il tochnical officers reemonsible oy wonltaring A ges‘zc‘y
eziemal contracts oo that the new uniform policy niay ba completely
vndersisod. Projact oificers rocedving clalms of the kind descrided in
thils memorand tarn ehould, of course, consull thair Divecinrnis contyaciing
efifcer o7 advico on tals Fonttes. | »
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